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Economic Shocks & Financial Market Impacts
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 IT Stock Market Crash
 September 11, 2001
 US Sub Prime Crisis
 European Debt Crisis



Financial Shocks & Real Consumer 
Behaviour
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US Stock Market Index vs. US Corporate Profits 
Index  
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Index (2007=100)

Source: Moody's /Economy. Com, BEA
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US Savings Rates
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Source: BEA
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Business Cycle & Economic Sectors
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Source: CMHC

Cyclicals
• Banking
• Real Estate
• Manufacturing



Business Cycle & Economic Sectors
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Cyclicals
• Banking
• Real Estate
• Manufacturing

Energy &
Commodities

Source: CMHC



Actual vs. Fundamental Real Price Ratio -
Ontario
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Source: CREA, CMHC estimates
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Factors Contributing to Orderly Adjustment in 
Prices

 Gap between actual vs. fundamental price small

 Less speculative buying

 Improving job markets support prices
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Ontario Goods vs. Services Sector
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GDP % chg

Source: Provincial Economic Accounts
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GDP Growth Projections
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Source: Consensus Forecasts
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2010 story

2011 story

MANUFACTURING INVESTMENTS

ENERGY/NON ENERGY INVESTMENTS

Canada's Economic Story



Unemployment Rate (L scale)
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Source: CBA, Statistics Canada

0

2

4

6

8

10

12

14

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10

Unemployment Rate

%

v. Mortgage Arrears (R sca



Bank of Canada Overnight Rates 
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v. Interest Rate Spread (R 
scale)
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Source: FIRM, CMHC, Bank of Canada
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Posted 5-Yr Mtg Less Bond Yield Spread -
Canada
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Source: Bank of Canada
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Age Structure vs. Variable Rate Propensity
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Economic & Housing Summary

 Double dip not the likely scenario

 Housing markets have stabilized

 Credit quality should improve

 Opportunities and challenges in housing environment



Ted Tsiakopoulos
Regional Economist

Housing Market Forecasting:

Regional Economist

g g
Inside the Crystal Ball

This Powerpoint presentation was creat for CMHC by Andrew Bowerbank



Ten TipsTen Tips
For Forecastingg



Tip 1. 
B f Y O Y C iBeware of Year Over Year Comparisons

+12.4%
$360k

+12.4%

$290k
April ‘09 April ‘10 Source: CREA



Tip 2. 
T k th T dTrack the Trend (by Months or Quarters)

$360k

April

$290k$290k
Source: CREA‘09‐Q1 ‘09‐Q2 ‘09‐Q3 ‘09‐Q4 ‘10‐Q1 ‘10‐Q2



Tip 3. 
Di t S l A ti itDiscount Seasonal Activity

50% 35%
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Source: CREA



Tip 4. 
R b th H d ff Eff tRemember the Hand-off Effect

Source: CMHC
Year 1 Year2



Tip 5. 
C id R f S iConsider a Range of Scenarios
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House Starts Forecast Error -OntarioHouse Starts Forecast Error Ontario
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Tip 6. 
U it U d C t ti M t bUnits Under Construction May not be a 
True Measure of Supply

d’ iTed’s Top Ten Tips
Forecasts



Tip 7. 
A A i P l ti D ’t MAn Aging Population Doesn’t Mean 
Supply Glut & Price Collapse

d’ iTed’s Top Ten Tips
Forecasts



Tip 8. 
M t 1% S l D 5 7%Mortgages up 1%; Sales Down 5-7%

d’ iTed’s Top Ten Tips
“Forecasts”



Tip 9. 
H i S l Ri 6 9 M th Aft J bHousing Sales Rise 6-9 Months After Jobs

d’ iTed’s Top Ten Tips
“Forecasts”



d’ iTed’s Top Ten Tips
“Forecasts”



1. Beware of Year Over Year
C i

7. An Aging Population doesn’t
M S l Gl t & P iComparisons

2. Track the Trend 
(by Months or Quarters)

Mean Supply Glut & Price 
Collapse of Market

8 Mortgages up 1%;(by Months or Quarters)

3. Discount Seasonal Activity

8. Mortgages up 1%; 
Sales Down 5-7%

9. Housing Sales Rise 6-9 

4. Remember the Hand-off 
Effect

g
Months After Jobs

10. Immigrants buy 3-4 Years

5. Consider a Range of
Scenarios

After Arrival

6. Units Under Construction
May not be a True Measure
of Supply



Thank You!

Ted Tsiakopoulos
Regional Economist

Housing Market Forecasting:

Regional Economist

g g
Inside the Crystal Ball

This Powerpoint presentation was creat for CMHC by Andrew Bowerbank
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What’s in store for next year?
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1. Resale market moving towards more balance for 
2011

2. Modest changes in mortgage rates and housing 
prices

3. Housing starts will trend upwards in 2011



MLS® Sales (Quarterly)
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What Happened in the Third Quarter 
of 2010?
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1. Rising mortgage rates

2. New mortgage qualifying rules 

3. Introduction of the HST 

4. Increased borrowing costs



MLS® Price
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Proportion of Total Homes Sold by 
Type
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MLS® Sales Forecast (Quarterly)
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Employment Rate in Hamilton (%)
Aged 25-44 
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MLS® Price Forecast
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Monthly Mortgage Payments
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CMHC Mortgage Consumer Survey 
2010

• 84% of first time home buyers research terms and 
conditions of a mortgage

• 71% of them compare the costs of different 
interest rate scenarios

• 65% check for competitive interest rates

CANADA MORTGAGE AND HOUSING CORPORATION

Source: 2010 CMHC Mortgage Consumer Survey 



Number of Households by Age in 
2011
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Seniors: Motivations For Moving

Over 60,000 adults will be 70+ in Hamilton by 
2012. Most will want to stay at home, but 
many will be need to move due to: 

• No longer able to live independently 
• Financial reasons
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Downsizing Options
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Seniors Housing:

• Retirement Homes
• Condominium
• Smaller freehold
• Rental
• Life lease/land lease
• Live with relatives



Family Income By Age
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What Does it Cost?

CANADA MORTGAGE AND HOUSING CORPORATION

Monthly Costs  Price $

Retirement Home $1,511 – 3,459 n/a

Long-term care $1,614 – 2,162 n/a

Condo townhouse* $1,175 - $1,850 $1460,000 – 265,000

Smaller freehold single** $1,511 $269,272

Condo apartment* $819 $164,151

Rental (Apt or TH) $877 n/a

Source: CREA, CMHC 2010 Seniors’ Housing Report,  April 2010 CMHC Rental Market 
Survey
*   Includes condo fee and tax
** Includes tax



Change in Household Groups Between
2010 & 2012
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New Home Starts Forecast
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Summary

1. Resale markets and housing starts are trending 
higher into 2011

2. Positive signs of employment growth and migration 
trends for Hamilton

3. Modest changes to mortgage rates and home prices 
indicate impact to affordability will be limited

4. Seniors market will be target market over the 
medium to long term as they will need assistance 
selling homes and finding new accommodations

5. Resale home prices catching up to new means 
increased competition.
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Hamilton: Regional Centre

Joe Berridge

CMHC 
Hamilton Housing Outlook Seminar 2010
5 November 2009
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533,000
2011:

6.9 million
2011:

9.1 million
2011:
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2031:

11.5 million

NORTH AMERICAN METROPOLITAN AREAS

New York‐Northern New Jersey‐Long Island

Los Angeles‐Riverside‐Orange County

Golden Horseshoe + Western New York
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Municipality  Census 
Division

Pop 
2011 

Pop 
2031

Change Rate of 
Growth 
(%)

Barrie Simcoe 469.6 678.3 208.7 44

Kitchener‐
Waterloo

Waterloo 
Region

534.0 716.2 182.2 34

London Middlesex 459 0 568 2 109 2 24

Hamilton’s Slower Growth Rate

London Middlesex 459.0 568.2 109.2 24

Kingston Frontenac 152.2 182.4 30.2 20

Hamilton  Hamilton  533.1 609.8 76.7 14

Windsor Essex 408.6 459.9 51.3 13

Thunder Bay Thunder Bay 148.0 140.3 ‐7.7 ‐5

Sudbury  Sudbury  21.1 19.7 ‐1.4 ‐7

Source: Ontario Ministry of Finance: 2010 Ontario Population projections
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Economy in Transition: 
Labour by Industry 

Industry 1989 2009 or 

Manufacturing 30% 14% ‐53% 

Professional, scientific and 
technical services

3% 6% 100% 

Health care and social assistance 9% 13% 44%

Finance, insurance, real estate 
and leasing

6% 7% 17% 

Educational services 6% 7% 17%

Construction 6% 6% 0%

Source: Statistics Canada Labour Force Survey 

McMaster 
University 

Mohawk
College 
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Waterfront

Downtown

Neighbourhoods
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Suburban edge

67 %  avg.      in housing 

9.1%  unemployment

Recession

g g
starts during spring 2009
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4.5%       in Real GDP 

Recovery

2nd Fastest Growing 
Metropolitan Economy 2010

Record breaking building permits
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Average home price 
Census Metropolitan Area 2010 (f) Average Price

Kitchener 287,000

Guelph 292,000

Hamilton 312,000

Ottawa 326,500

Edmonton 333,000

Calgary  403,000

Toronto 427,000

Victoria 510,000

Greater Vancouver 655,000

National Average 338,900

Source: CMHC Third Quarter 2010 forecast average MLS® for 2010

• Greater immigration

• Lower average income levels

Need to encourage greater   
diversity of housing options
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• Oil and gas production
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Canada Mortgage And Housing Corporation 
Housing Outlook Seminar

HAMILTON
November 10, 2010
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